EEAC Agriculture Working Group Meeting 

With Cairns Group and WTO 17/18 October, Geneva
Background

The EEAC agriculture working group (Agri WG) has for some time been examining the impact of the CAP on the environment and biodiversity.  Through this work the group has explored opportunities for advocating the radical reform of the CAP. The WTO negotiations are potentially a significant driver for change and the group therefore sought meetings in Geneva with the World Trade Organisation (WTO) and Cairns Group representatives with the aim of:

· Gaining a better understanding of the WTO negotiations process.

· Gaining a better understanding of the Cairns group position on agriculture liberalisation & the CAP.

· Identifying opportunities to promote the strengthening of environmental protection measures to accompany liberalisation of agriculture.

· Providing an opportunity for EEAC to present their position on CAP reform and to promote the idea of an integrated model of agriculture in Europe.

	Key Points & Actions

· EEAC paper; “European Environmental Concerns and the Cairns Group Position on Trade Liberalisation” was welcomed by both Cairns Group representatives and the WTO.

· Both WTO Secretariat and Cairns Group were enthusiastic about a future meeting with the Agri WG and /or a wider audience.

· A future Meeting would focus on amendments and additions to the Green Box.

· Cairns Group were very sceptical and hostile towards use of the term multifunctional agriculture and suggested that the EEAC clarify their use of the phrase.

· Consider how / whether we now approach the Commission and M.S. Govts to follow up some of the issues raised.


Cairns Group

The Cairns Group is a coalition of 18 developed and developing countries from the Southern Hemisphere. A total of 8 member countries were represented at the meeting, these representatives were from national delegations to the WTO, based permanently in Geneva.

Hamish McCormick from the Australian delegation led the group and opened the meeting by welcoming the EEAC approach for a discussion. He regarded the meeting as an opportunity to clarify mis-perceptions, establish an informal dialogue and look for common interest.  He went on to set out the Cairns Group position on trade liberalisation, highlighting the point that the Group is actually “pro-environment” but that their main focus is on examining the policy tools used to address environmental issues and to ensure that these tools are the least trade distorting. 

The Cairns Group’s would like to see the dismantling of the CAP. However, in this round of negotiations their primary focus is the blue box.

For the CG, the green box is tainted largely as a result of the way the EU has used multifunctionality to justify blue box support. They are however willing to negotiate on the time frame for support, for example to allow new, purely environmental, safeguards to be introduced.

Reaction to EEAC paper

Interestingly, the Cairns group representatives were unanimous in saying that following Jonathon’s presentation of the paper at the meeting, they felt considerably more comfortable with its proposals than upon first reading. Many of the points which were later raised stemmed from a poor / lack of understanding of the terms and phrases employed. Most significantly, a number of the national representatives had also sent a copy of the paper to their national governments for comment.

The gap between the developing and developed world became apparent very early on in the discussion. Whilst those from developing countries were able to acknowledge the environmental concerns of the EU, they were adamant in stating that measures taken to protect the environment must not be trade distorting and therefore represent an additional cost to developing countries. Should it be agreed to strengthen environmental protection measures within WTO trade rules then they argued that these measures must be “de-coupled” from any economic gain.  Green box measures therefore must have, none or minimal trade distorting effects.

Positive Effect of Trade Liberalisation ? 

The New Zealand representative suggested that the liberalisation of agricultural could even bring environmental gain, indicating that 95% of CAP schemes do not have environmental objectives. In addition, they claimed that liberalisation should be carried out as quickly as possible as trade distortions lead to distorting environmental impacts.  Whilst they then agreed that some environmental flanking policies may be needed, the CG approach would be to firstly dismantle barriers and then look and see what flanking measures may be needed. 

The CG emphasized that it was the responsibility of the EU and its Member States to strengthen their own environmental policies rather than rely on trade rules to protect the environment. Furthermore, it was suggested, that EU Member States should encourage farmers to take on the responsibility for protecting and safeguarding the environment.

Use of the Green Box 

CG members agreed that the Green Box was one mechanism for addressing environmental concerns, however these measures must not be trade distorting as this would undermine”green” measures. 

They also agreed that there was scope to review and increase environmental protection measures within the green box.  However this was qualified by a concern that the Uruguay Round of negotiations had actually failed to provide an objective analysis of which measures were the most/least trade distorting and that this must be carried out if Developing Countries are not to be disadvantaged.

This must be accompanied by a clearer definition of what policies should be in the green box and which can be defended as the least trade distorting. The CG advised the Agri WG to stress that we are actually promoting environmentally sensitive agriculture and not trying to protect production. With regards to the green box, it is not just payments to farmers which the CG see as trade‑distorting, they are also against support for the infrastructure of farming communities, such as building roads, because this in their view is a means of subsidising production. 

Despite their attacks on EU agriculture, the CG claimed that they would not like to see agriculture in Europe disappear but simply become more effective and less dependant on support regimes.

The USA have proposed to set up a technical group to look at Green Box measures.

EU Agriculture & Multifuntionality

The CG were very dismissive of the notion that agriculture in the EU merits “special consideration/treatment”, arguing that many of the CG members also suffered from scarcity of land and land use conflict. According to the CG, the only distinguishing characteristic of EU agriculture was the level of subsidies protecting it.  

The Cairns Group clearly see multifunctionality and the European Model of Agriculture as concepts which have been over‑used by the European Commission to support its case for continuing the trade‑distorting subsidy regimes of the CAP (and perhaps even as a justification for tariffs and supported prices). 

According to the CG , the term “multifunctionality” creates a positive image of all agricultural uses which is clearly misleading.  They went further to report on a conference in the Netherlands in 1999, EU members present did not refute the claim that multifunctionality is a screen for trade distortion. The CG claim that any type of industry, such as car production, has the potential to be multifunctional.

It was suggested that the EEAC look again at the presentation of the argument on multifunctionality.

Way Forward ? 

1.
Explore a possible trade-off between special measures for developing countries and environmental flanking measures for EU Member States.

2. CG suggested that the Agri WG focus efforts on the European Commission and Member State governments as the EU have yet to engage in a debate on the benefits and/or dis-benefits of trade liberalisation.

3. Avoid promoting the peculiarities of EU agriculture as this tends to engender hostility of CG and other Govts.

4. Eco- labeling is one mechanism which should be explored further in terms of trade distorting capabilities and barriers preventing producers from adopting labeling of products.

5. Suggest that Agri WG contact the Cairns Group of farmers who are interested in establishing contact with environmental organizations worldwide. The Group have developed a strategy; “Solving The Problem” in which they identify European environmental interest groups as a potential ally.

Meeting with Frank Wolters WTO Secretariat General - Agriculture 

The aim of the meeting was to:

· gain a better understanding of the negotiations process and its dynamics;

· explore the vulnerability of the Green Box.

Timetable & process

The present phase of the process, focusing on Article 20 of the GATT extends to March 2001 and sets the agenda for the debate based on:

· an evaluation of the Uruguay Round;

· impact of the UR on world markets;

· impact of the UR on developing economics;

· Non-trade issues.

This evaluation will be largely technical, based on submissions from members and background papers from the secretariat.  Member State proposals must be tabled with the WTO by March 2001. The Secretariat will then undertake a stocktaking exercise.

To date 2 papers from members have been received along with 22 papers from the secretariat. In addition a non-trade paper based on a Conference held in Norway on multifunctionality has been submitted. 

Following the March deadline the aim will be to agree the ‘modalities’ or “pillars” of the new arrangements. These are areas of commitment such as a reduction in export subsidies.  Once agreed, a modality serves as a blueprint for action by the members. At the same time, rules-based proposals will also be negotiated, however, the modalities need to be agreed earlier. There is no set timetable for this process and some members regard these agriculture negotiations within the context of the broader agenda which would offer the potential for greater trade-offs.

WTO decisions are based on consensus of all members, therefore very easy to block a proposal.

Eco labelling

WTO members are divided over eco‑labeling; this debate centres around the TPT (transparency provisions) agreement which requires members to ‘declare’ labeling arrangements (such as organic labeling) to the WTO.  It seems that mandatory schemes are viewed in a more favourable light than voluntary eco‑labeling.  A (triennial) review of the TPT was due to finish by 06/11/00.  

The EC is preparing a paper in which it is expected to make new proposals.  This is a fairly political issue as many developing countries fear discrimination against their products, arguing that labelling schemes are very costly to implement. There is a danger that the EU will be seen as trying to impose it’s own standards onto developing countries.

The issue of  labelling and transparency is the focus for the debate about environmental standards of production, an issue that we are seriously concerned about in relation to liberalisation of agricultural trade. FW was of the opinion that the WTO would not agree to address this particular  issue as it falls outside present aims.  It would be more effective in his view to begin the process on a bilateral basis, for example between the EU and the US.

The Green Box

Almost all the parties want some sort of re‑examination of the green box which will be discussed as part of the rules negotiations. There are two basic views:

•
the criteria are too soft (the Cairns Group line);

•
the criteria are too harsh, and that it was invented as an incentive to develop less trade‑distorting support; therefore any tightening will result in attempts to cling to the blue box.

From our point of view there may be a need to emphasise the distinction between blue box and green box, in order to ensure that what we want to see in the green isn’t thrown out along with the blue. FW advised the Agri WG to put ideas on Green Box criteria to the CEC over the next few months so that it may be incorporated into the EU paper. The EU agenda would be served either by an agreement to continue the blue box or to relax the criteria for the green box substantially.

At the end of the current round it likely that some trade‑distorting support will remain, albeit with some constraints attached. FW stressed that whatever changes are made there will be a transitional period.

FW advised the Group to think about how to ‘capture’ some of this support for environmental measures.  In practice this probably means trying to increase our grip through environmental conditions applied to direct payments and increasing the environmental component of LFA support. 

Multifunctionality

FW advised the group to avoid use of this term, as explained by the CG it tends to be associated with protectionism. The Group should aim to focus on multifunctionality and the non-trade aspects as non-trade concerns are not usually challenged. Environmental protection measures are not usually questioned when they are targeted and transparent.

Way Forward

FW advised the group to:

· look to an “end point” or vision (for the future of agriculture) and think radically about how this may be reached;

· explore the development of the Green Box;

· talk to the EU about ideas for criteria etc. regarding the Green Box;

· Adjust language, i.e. to avoid the use of loaded phrases such as multifunctionality.

Overall conclusions

6. The Cairns Group wants to get rid of the CAP – they clearly think we can help them to do this.  We could use their opposition to support our arguments for reform.

7. The Cairns Group is prepared to tolerate green box support which is not production related.  We may wish to consider further how agri‑environmental measures can be constructed (or portrayed) as being non‑trade‑distorting.  However, given the much stronger opposition to blue box measures, we may get away with more rather than less merely by keeping quiet.

8. If, as a result of this or future WTO outcomes, we are only able to make highly targeted environmental payments to farmers, we need to think carefully about how we could compensate for the ‘broad and shallow’ support for less intensive farming which currently comes via (eg) the HLCA.

9. There is a worrying point about the effect of higher environmental standards in the EU, and of subsidised exports, in driving environmental exploitation in developing countries.  We need to be aware of this broader picture and to clarify some of the relationships.

10. In order to initiate the process of an international agreement over basic environmental standards of production, we should raise the question at the UK or EU level of a bilateral agreement.  We may wish to canvas other ‘environmental’ support for such an initiative.

11. If EEAC are to take the issue of trade and environment further we need to think carefully about who should be our target, and about the strategy and tactics we use to reach it.
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